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1st Session No. 703

PROVIDING FOR THE CONTROL BY THE UNITED STATES AND
COOPERATING FOREIGN NATIONS OF EXPORTS TO ANY NATION
OR COMBINATION OF NATIONS THREATENING THE SECURITY
OF THE UNITED STATES, INCLUDING THE UNION OF SOVIET
SOCIALIST REPUBLICS AND ALL COUNTRIES UNDER ITS
DOMINATION

Jury 16, 1951.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. Barree, from the Committee on Foreign Affairs, submitted the
following

REPORT

[To accompany H. R. 4550]

The Committee on Foreion Affairs, to whom was referred the bill
(H. R. 4550) to provide for the control by the United States and co-
operating foreign nations of exports to any nation or combination of
nations threatening the security of the United States, including the
Union of Soviet Socialist Republics and all countries under its
domination, and for other purposes, having considered the same,
report favorably thereon with amendment and recommend that the
bill do pass.

The amendment is as follows:

On page 5, line 6, strike out the word “Forces”, and insert in lieu
thereof the word ‘‘Services’.

I. THE PROBLEM

The Congress and the American people want to make sure that our
enemies are not assisted in building up their war machine by trade
from the United States and our allies. When we read in the news-
papers that the steamship Flying Cloud under the American flag had
been fired on while attempting to deliver a cargo of war materials to
Communist China; when it was implied over the radio that a west
coast pier was piled high with tires awaiting shipment to the Chinese
mainland to equip the vehicles of the Communist army; when it was
reported that Italian factories which had received Marshall plan
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2 CONTROL OF EXPORTS

materials and equipment are producing heavy machinery for Russia;
and when information was received that a major industry in the
United Kingdom was booked so far ahead with orders for Russia,
under a trade agreement, that the plants could not produce equipment
for British rearmament, it appeared that immediate and drastic
action should be taken.

In an effort to make sure that nothing is left undone to safeguard
our fighting men, so far as trade of war materials is concerned, the
chairman of the Committee on Foreign Affairs appointed a special
subcommittee to consider H. R. 1621 and H. R. 1939 and to make
an examination of the effectiveness of the control of exports to Russia
and her satellites from the United States Government and from our
friends and allies. Both H. R. 1621 and H. R. 1939 provide that no
economic or financial assistance shall be furnished by the United
States to foreign countries which permit the export of war materials
to the iron-curtain area. The special subcommittee, under the chair-
manship of Hon. Laurie C. Battle, Alabama, with Hon. Omar Bur-
leson, Texas; Hon. Edna F. Kelly, New York; Hon. Robert B.
‘Chiperfield, Illinois; and Hon. John M. Vorys, Ohio, as members,
held executive hearings beginning March 5, 1951, and made a com.
prehensive study of this situation.

The subcommittee directed its efforts toward determining the cur-
rent status of controls of exports to the Soviet bloc by the United
States and by other nations; to appraising the effectiveness of these
controls; and to determining what legislative action should be taken
in order to make the controls of such shipments more effective.

The Committee on Foreign Affairs has given careful consideration
to the report of its subcommittee and has invited the comment of the
departments and agencies of the executive branch which are direct-
ly concerned with this matter on the report of the subcommittee and
on a draft bill prepared by the subcommittee. As a result, the com-
mittee reports favorably H. R. 4550, which in its judgment provides
a comprehensive and constructive procedure which takes into account
the complexity of the problems involved while firmly and clearly
defining the United States policy in this field and providing for its
effective administration.

II. CURRENT STATUS OF UNITED STATES CONTROLS

‘The United States began to control exports to Russia and the
satellite countries in the interest of our national security in March
1948. Control of exports to China was initiated in early 1950.
Beginning in March 1950, exactly the same regulations were applied
to China as were being applied to Russia. Since December 4, 1950,
no export to China has been approved by the United States.

In the case of Hong Kong and Macao (Portuguese), major trans-
shipment ports to Communist China, a close scrutiny is made of all
exports from the United States. All items of recognized military
value are embargoed and even shipments of such things as small
plastic combs have been curtailed to prevent their being used in
China as incentive goods.
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The responsibility for export control is in the hands of the Office of
Tnternational Trade of the Department of Commerce. As of Decem-
ber 31, 1950, export licenses were required for 1,280 separate commod-
ity listings, and 20 percent of the volume of United States exports to all
.destinations were subject to license. Beginning in January 1951
export licenses were required not only for these items but also for any
.other export destined to the Soviet orbit. Included in this number are
approximately 300 items of strategic significance which are prohibited
from being exported to the Russian-dominated area, together with
some 400 items which are permitted to be shipped to the Soviet bloc in
limited quantities only. The identity of these strategic items is kept
secret. All requests for licenses to ship these products behind the iron
.curtain are denied or restricted. The other commodities which are
.subject to license are regulated as to quantity depending on their
.destination, the contribution they are likely to make to the defense of
the free world, and the tightness of the supply in the United States.

American-flag ships and aircraft, since the first week in December
1950, have been prohibited from calling at any port controlled by the
«Chinese Communists, and from discharging cargo destined for Com-
munist China, regardless of the origin or nature of the commodity.
This action was taken under the authority of the Defense Production
Act of 1950.

That these controls have significantly reduced the flow of exports
from the United States to the Soviet bloc is indicated by the following
table in which statistics have been presented for quarterly periods so
that effective comparison of current performance during 1950 can be
made:

United States trade with Soviet bloc— United States exports to the Soviet bloc, by
country—Quarterly average, 1947-49; quarterly, January-September 1950

[Thousands of dollars]

Total S8o- | Czechoslo- Poland and

Quarterly average or quarter S5t bloc CEETa Danziz

Albania

Total exports, including reexports:
1947 AVerage - _oceceeecacmamreacnn= e 173,381 26, 926
1948 average. 99, 162 13,919
1949 average. 36, 138 5,842
1950:

First quarter.... 2,896
Second quartfer.. 1,218
Third quarter.. o8 3 4,271
Fourth quarter.... , 03 539

China and

Quarterly average or quarter Manchuria

Total exports, including reexports:
1947 average o
1948 average. 7,001 68, 350

88, 381

lggg average 20, 668

1950:

First quarter. 17,842
Second quarter. , 016
Third quarter. 118, 999
Fourth quarter. 2, 533

1 Of this amount $17,204,000 is cotton.
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The trend of United States trade with the countries under Russian
domination is shown in the following table:

Total United States export and import trade with the Soviet bloc of Eastern Europe
and Asia, by country

[Value in thousands of dollars]
EXPORTS FROM THE UNITED STATES, INCLUDING REEXPORTS

1950

Fourth

Year quarter

Total, Soviet bloc 693, 354 396, 639 144, 550 72,382

To—
Albania 4, 556 344
Bulgaria. i 1,471 2, 086
Czechoslovakia 49, 094 21, 563
Estonia_._. 8 o
Hungary...._. 12, 859 8, 029
Latvia. " 1

16 115

107, 705 55,675
15, 079 7, 542 g
149, 069 27,879 6,617
353, 408 273, 398 82, 673

GENERAL IMPORTS TO THE UNITED STATES

Total, Soviet bloe 224, 946 233,483 173,768 ’

From—
Albania_.__
Bulgaria._.__
Czechoslovakia.
Estonia.
Hungary. .
Latvia_____
Lithuania

38, 242 5, 469
120, 345 145, 783 149, 610

Prepared in the Department of Commerce by International Economic Analysis Division, Office of Inter-
national Trade, from basic data of the Bureau of the Census, March 1951,

See [ootnote on following page.

III. CURRENT STATUS OF CONTROLS BY FOREIGN COUNTRIES

As a result of negotiations in which the United States has taken
the initiative, all of the countries of Western Europe embargo to the
Soviet bloe, mcluding China, all arms, ammunition, implements of
war, and atomic energy materials, and in addition most of the Western
European countries also embargo items of strategic importance that
would be useful in building up the Communist war machine, a total
of nearly 300 commodity listings. These represent about 90 percent
of the items which the United States considers to be of primary
strategic significance and therefore completely embargoesto the Soviet
bloc. In addition, in respense to suggestions by the United States,
certain individual nations in various other parts of the world are
controlling shipments to the Soviet bloc of the limited number of
strategic commodities which they produce.

These controls are the result of our discussions with individual coun-
tries. Although action has been initiated by the United Nations
against China (as recommended by the House Foreign Affairs Sub-
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committee on International Organizations), there has been no formal,
unified action or announced policy to control exports to Russia and
the European satellites by the United Nations, the Marshall plan coun-
tries (as a group, although nearly all have taken individual action), or
the North Atlantic Treaty Organization countries, or any other recog-
nized group of nations. Since late in 1949, however, United States

1 The large increase in the value of United States imports from China indicated by the figure for the
fourth quarter apparently is accounted for by 2 primary factors: first, the rise in commodity prices and, see-
ond, the general increase in commodity buying which occurred in all parts of the world after the outbreak of
the fighting in Korea.. A detailed breakdown appears in‘the following table:

UNITED STATES IMPORTS FROM CHINA
[Values in thousands of dollars]

Annual value Quarterly value (1950)

Commodity
1949 1950 First |Second | Third | Fourth

QGeneral imports, total 106,351 | 145,783 | 25,781 | 31,849 | 38,544 | 49,610

Foodsiuilertete GO0 SR R 9, 268 13, 593 2,582 | 3,300 | 4,052 3,659
Meat products 816 1,482 473 312 260
Egg yolks, dried e 1,196 3,869 473 1,164 1,196
Vegetables, fruits and nuts, and ‘prepara-

tions. L o 2, 862 3,771 916
1,186 1,035 4 281
1,347 1, 406 319

assia vera. = 1,308 295

Animals and products, inedible = 40,716 5 | 13,286
Hides and skins, raw (except furs)- 266 774 | 1,040
Furs and manufactures 1,639
Bristles sorted, bunched or prepared 9, 571
Feathers, crude 965

Yegetable products, inedible.. y 6,474
Sesame seed 5 441
Vegetable oils and waxes._. 5,635
Tung oil 5

Textile fibers and manufactures.

Cotton waste. ___-_-._.-.-
Cotton manufactures.....
Flax, hemp, and ramie, and manufactures.
Handkerchiefs of vegetable fiber other
than cotton
‘Wool, unmanufactured Ul
Carpets and carpeting, mats, rugs, ete-
Hair and manufactures
Animal heir, un manufactured....
Silk and manufactures
Hats, bonnets, and hoods, composed
wholly of straw, paper, etc.-

Wood and paper
Wood manufactur

Nonmetallic minerals
Clay and clay products.

Metals-and manufactures:: =
Tungsten ore and coneentra
Tin bars, blocks, pigs, scrap, and alloys..
Brass manufactures._._______. ok

Chemicals and related products.

Menthol____

Firecrackers____....
Artworks and antiques.
All other imports

¢ General imports were as follows:
Bristles sorted, bunched or prepared
(thousands of pounds) . ..._.._______
Tungsten ore and concentrates (thou-
sands of pounds tungsten content)....
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representatives have met regularly with officials of the principal indus-
trial and trading countries of the North Atlantic community in an
informal group created for the purpose of concerting their policies.
and procedures in the field of security export controls. This group
has provided day-to-day consultation and full coordination in dealing
with these problems.

It should be emphasized that no other country is applying as broad
controls to these exports as does the United States. No other country
has accepted completely our lists of strategic items to be embargoed or
restricted. No other country except Canada has placed a complete
embargo on shipments to China. Once agreement has been reached
that exports of certain items will be prohibited, the control operates
without friction, but there is continuous discussion and frequent
disagreement among countries as to the shipment of items subject to
quantity limitation rather than embargo.

The control procedures of certain countries are not effective in ac-
complishing the desired results. Thisis in part because. although the-
countries of Europe have had much longer experience in controlling:
exports than has the United States, their control systems have been
based primarily on the desire to conserve foreign exchange. As a
consequence, they have not attempted to differentiate between com-
modities and to screen individual shipments as to end use in the way
we do in the United States. Their technical methods in some cases,
therefore, are not as effective as ours.

The Congress has on three occasions enacted legislation directed at
curtailing the shipment of strategic materials to the iron-curtain
countries by foreign nations. In the Foreign Assistance Act of 1948
(Public Law 472, 80th Cong.), section 117 (d), provided that—
the Administrator is directed to refuse delivery insofar as practicable to participat-
ing countries of commodities which go into the production of any commodity for
delivery to any nonparticipating European country which commodity would be
refused export licenses to those countries by the United States in the interest of
national security. * * *

The Cannon amendment, approved September 27, 1950 (Public Law
843, 81st Cong., ch. XTII, sec. 1304), provides:

During any period in which the Armed Forces of the United States are actively
engaged in hostilities while carrying out any decision of the Security Council of
the United Nations, no economic or financial assistance shall be provided, out of
any funds appropriated to carry out the purposes of the Economic Cooperation
Act of 1948, as amended, or any other Act to provide economic or financial
assistance (other than military assistance) to foreign countries, to any country
whose trade with the Union of Soviet Socialist Republics or any of its satellite:
countries (including Communist China and Communist North Korea) is found
by the National Security Council to be contrary to the security interests of the:
United States.

According to the evidence presented to the subcommittee. the
National Security Council has never cut off assistance to any country
under the authority of this legislation.

In May 1951, Congress adopted the Kem amendment, Third Supple-
mental Appropriation Act, 1951, section 1302 (Public Law 45, 82d
Cong.), which repeals the Cannon amendment and establishes more
specific controls. The Kem amendment prohibits economic or finan-
cial assistance, during any period in which the Armed Forces of the
United States are actively engaged in hestilities while carrying out
any decision of the Security Council of the United Nations (actions of
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Security Council subject to Russian veto), to any country which
exports to Russia or the satellites—
arms, or armament, or military matériel, or articles, or commodities * * *
which may be used in the manufacture of arms, armaments, or military matériel,
or shipment of which to the Soviet bloc is embargoed by the United States * * #*,
The Secretary of Defense is required to certify what articles are to be
included. All recipient countries have to certify that they have not
exported any of the prohibited items to any of the iron-curtain coun-
tries within 15 days after the effective date of the amendment. The
National Security Council is authorized to make exceptions to any
provisions “in the security interest of the United States.” All such
gceptions have to be reported to the appropriate committees of the

ongress.

The nature and extent of the trade between Western Europe and
Eastern Europe is shown in the following table:

Western Europe:! Trade with Eastern Europe,? 1948-49 and January-June 1950
[Value in thousands of dollars]

Exports Imports

January- January-
E 1949 11ne 19508 1949 Ifune 19508

Total trade 582,457 | 765,012 | 267,636 888, 636 323,903

Selected commodities or groups:
Livestock 7,391 5,979
Meat 62: X 32,319 20, 678
Foodstuff 51,943
Grain
Sugar.

Pulp and paper,
Rubber and nroducts
Hides and skins.

Asbestos.

Precious stones

Petroleum product:

Coal and coke

Iron and steel and manufactures

Copper.

Zinc,

Lead

Tin__ 6,077

Minerals 12, 503

Metal ores including ferroalloys,
primary materials 16, 467

Chemicals (includes pharmaceuticals
dyes, and paints) 53,196

Electrodes. 712 286

Electrical apparatus.___ 17,049

Machinery and apparatus. 164, 770

Transportation equipment. 26, 932 29, 757

Ships. 323 1,017

1 Western Europe includes Austria, Belgium-Luxemburg, Denmark, France, Germany, Greece,
Italy, Netherlands, Norway, Switzerland, Sweden, Turkey, and the United Kingdom.

2 Eastern Europe includes Albania, Bulgaria, Czechoslovakia, Hungary, Poland, Rumania, and
U. 8. S. R. Finland and Yugoslavia are not included.

3The January-June 1950 figures exclude the trade of Portugal, Switzerland, and Turkey. For the
full year 1950 the value of Switzerland’s exports to Eastern Europe (ex-Finland and Yugoslavia)
amounted to $75,172,000. The value of imports for the same period amounted to $44,495,000.

Norte.—The figures shown above should be interpreted as rough estimates and not as an accurate
tabulation of the trade of Western Europe with Eastern Europe. The data was assembled from com-
pilations made from the published sources of the Western European countries which were based on
principal commodities only. The figures In the above tabulation, therefore, do not necessarily represent
the entire trade in the individual items with Eastern Europe. Any unidentified balance would be
inciuded in the “all other” category of the coremodity group. Arbitrary decisions had to be made in an
nttt:;r?a%t t!t:l. match the basket group with the list of selected items; thus, the margin of error is probably
su
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IV. NATURE OF SHIPMENTS THAT HAVE OCCURRED

Shipments originating in the United States

It should be noted that the largest number of shipments to the Rus-
sian bloc reported involve incidents that occurred before specific con-
trols were initiated. As has been shown, a comprehensive control of
exports from the United States has been in effect since early 1948.
The items included and the degree of tightness applied to shipments
to particular destinations have varied from time to time. Most of
the variations have been deliberate to conform to changes in our for-
eign policy. Nothing that has been officially determined to be of
strategic value is permitted to go to the countries behind the iron
curtain. Exports of some nonstrategic items to Russia and the
European satellites are permitted primarily because of the value to
us and to our allies of the commodities we get in return.

A considerable number of cases have been reported in the news-
papers and mentioned to the subcommittee which involve leakage of
strategic items to the countries behind the iron curtain by means of
in-transit shipments frequently through the so-called free ports of
Europe. In-transit shipment problems have arisen even when orders
were placed in the United States by middlemen located in countries
which were cooperating with us in our export-control program. Such
shipments were diverted by the middlemen while en route to an ulti-
mate destination that would have caused us to cancel the order if this
had been known in the beginning.

This sort of thing is aggravated by the existence in Europe of the
free ports (including Rotterdam, Copenhagen, Basle, Antwerp, and
others) which provide facilities where cargoes can be unloaded, ware-
housed, and reshipped without paying customs duties or legally enter-
ing the country. As a consequence, such shipments never come under
the jurisdiction of the country and are not subject to any export con-
trol procedures it may employ. The transshipment business has been
a major source of income over a period of many years for several of
the smaller countries of Europe and they are very reluctant to do
anything to interfere with it.

Nevertheless, the United States has recently taken measures to
tighten the control over exports originating in this country against
diversion in transit to the Russian-dominated area. This situation
has been dealt with from two principal directions. One is to check
in order to make sure that ultimate user and country of destination
are known and examined before an export license is granted. The
other has been to maintain a list of trading firms which have been
involved in unauthorized transactions with Russia and the satellites
and to keep strategic items out of their hands.

The in-transit shipment problem is even greater in cases of ship-
ments originating in certain cooperating nations.

Shipments originating in foreign countries

The subcommittee was told that most trade by foreign nations
with the Soviet bloc is based on transactions in which a substantial
benefit is gained from the commodities received from behind the iron
curtain in return for the goods supplied. The much-publicized case
of the Ttalian factories, partially rebuilt by Marshall plan funds,
which manufactured locomotives, cranes, and electric generating
equipment for shipment to Russia falls in this category.
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This transaction was part of a known trade agreement and went
forward with the full knowledge and approval of the United States
Government. It was maintained before the subcommittee that the
items in question, while they could be of military significance in
larger sizes, are too small to aid the Soviet war machine. The
cranes are 5 and 7% tons capacity, the locomotives are 35 tons, and
the electric generators are 500 horsepower. It was pointed out that
Italy received in return important quantities of wheat, steel, and
strategic materials.

There have been frequent reports of shipments of strategic materials
from and through Germany to the area behind the iron curtain. This
situation is acknowledged by our officials to be still quite unsatisfac-
tory. The difficulties arise from two basic factors. The first is the
reluctance of the West Germans to accept the Russian zone of Ger-
many as a foreign country and to impose satisfactory border controls
as well as to regard sales to that area as exports. The other is the
loose system of export control used by the West German Government.
This system is now being tightened up but this process has been slow
partly because of the recent transfer of administrative authority
from HICOM (Allied High Commissioner for Germany) to the German
Federal Republic. b S, T

There is a substantial legal flow of exports from Western Germany
to the Russian zone and to the Balkan countries in addition. This
trade results in important shipments into Western Germany of grain
and materials which are regarded as essential to the German economy.

There are today a number of items which the United States pro-
hibits entirely from being exported to the area behind the iron curtain,
but which are not embargoed by other nations even though these
nations agree with us that most of them are of strategic significance
and should therefore be carefully controlled. Other nations under-
take to limit shipments of most of these items. Certain materials
and types of equipment, on the other hand, are in dispute as to their
essentiality to the Soviet war machine, or have been uncontrolled
for other reasons. The list of such items is not long and the executive
agencies of our Government have maintained that serious harm was
not being done. Negotiations are reported to be continuing with the
objective of getting complete agreement among our allies and the
recipients of our aid on export control policy.

Many countries in various parts of the world are not cooperating
with United States efforts to cut off war materials from the Soviet
Union and the satellites. In part, this is due to the fact that, except
for the recently initiated action of the United Nations with regard to
China, no official program has been undertaken for getting their co-
operation. There are a number of countries, however, which insist
on being vigorously neutral and some of these have not cooperated at
all in any effort of this kind.

The unsatjsfactory record of shipments of rubber from southeast
Asia to Russia and China was explained to the subcommittee, although
not justified, as follows: It was claimed that Russia, China, and any
of the satellites could buy all of the rubber they were willing to pay
for in other rubber-producing areas not under the jurisdiction of the
United Kingdom or any other North Atlantic Treaty power. It was
argued by representatives of the executive branch of our Government
that it would be futile for the British to insist on cutting off such

H. Repts., 82-1, vol. 3——83
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shipments from Singapore since doing so would not harm Russia
and would tend to aggravate the unrest and Communist infiltration
in Malaya. In addition, the point has been made that Russia con-
tinues to sell substantial quantities of wheat and timber to England
only because she is able to spend the sterling acquired from this
trade for essential imports. Rubber is one of the principal sterling
imports available to Russia. It was argued that if rubber from
Malaya were cut off, the shipmeats of grain and lumber to the United
Kingdom would be cut off, too, and there is at present no alternative
source for these products.

Shipments of rubber from Malaya to Russia, China, and Hong
Kong are shown in the following table:

Natural rubber: Shipments from Malaya to the U. S. S. R., China, and Hong Kong
in 1949 and by months in 1950 and 1951

[In long tons]

USBLSERY i Hong Kong

1949,

1950:
January.
Feb
March
April
May.
June.
July_
August
September.
October
November,
December.

Total

1951
January.
February.
March

Source : Rubber Study Group.

On April 9, 1951, the British imposed quantity limitations on the
export of rubber from the United Kingdom and the British territories
to China and the rest of the Soviet bloc. On May 10, the United
Kingdom announced that no further shipments of rubber to China
would be permitted this year.

It should be pointed out that only the United States, the United
Kingdom, Canada, and Japan have instituted any form of control
over exports of rubber to China or the rest of the Russian bloc and
that even the British territories still permit exports to Russia and the
satellites (except China) subject to quantity limitations which have
been determined without consultation with the United States.

V. OBJECTIVES OF CONTROLLING EXPORTS TO RUSSIA

The executive branch maintains that the United States has always
had a clearly defined policy toward controlling exports to the Russian
bloc. The precise statement of this policy is and has always been
kept secret even from the committee. Witnesses from various
departments and agencies of the Government left the subcom-
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mittee with the impression that the application of the policy to specific
situations has not always been clear in their minds and that the various
agencies have held divergent views on important issues.

Some officials have testified that every article useful to any army
in the iron-curtain area should be cut off. Others have said that
only certain key items really make any difference to the Soviet war
machine and that a rather complex program of controls aimed at
these critical items and directed also toward making the satellite
countries look toward the West rather than entirely to Russia for
supplies and for barter transactions by which the free world gains
more than it gives should be undertaken.

Up to the present, there has never been any public announcement
that our export controls are directed at anything but war materials.

A statement of the full significance of such an effort was presented
by a witness appearing before the subcommittee, as follows:

(1) Every decision in the East-West trade field involves to a great extent the
three elements of (@) the functioning of the economic machine, both here and
abroad, as a base upon which military potential is constructed; (b) the technical
military situation; (¢) our political objectives, such as acquiring allies, neutralizing
uncertain countries, and winning away the present supporters of the opponent.

(2). A judgment based upon a consideration of any one element only or upon a
too rigid insistence upon only one element may result in a failure to reach the
objective, because one or both of the other two elements may be brought into
play to influence the situation adversely.

(8) The problem is unlimited in geographical extent, as an integrated whole,
and no part can have any real existence as an independent entity separated from
the other two parts.

The attainment of such objectives, it must be recognized, involves
rather complex programs and operations. Almost everyone agrees
that it is desirable to encourage the various Russian satellite nations
to maintain their national identities, to resist being absorbed into
Russia itself, and ultimately to break away from Russian domination.

An absolute embargo on all items to the satellite countries could
defeat this purpose. The iron curtain countries constitute an almost
irreplaceable source of supply for a number of commodities essential
to the nations of Western Europe. If coal from Poland, or timber
and grain from behind the iron curtain, were to be withheld from
Europe the impact would be serious. The pressure for added financial
assistance from the United States would be greatly increased since
most of these commodities could only be obtained from dollar sources,
if at all. Estimates of the amount involved vary considerably but
conservative figures ranging up to $1 billion have been talked about,
not to mention transportation costs. Even if we accepted these
added burdens, which is unlikely, it would be most difficult to supply
even the coal quickly enough to prevent freezing next winter because
of the shortage of ocean-shipping space. The shortage of lumber is
currently so severe that no alternative supply could be found for that
commodity at any price. In the case of grain, our reserves are quite
limited in view of our war requirements and the freight-car shortage
would make a bulk movement to the seaports most undesirable if it
could be avoided.

It is equally clear that it would be a severe blow to the European
defenise program and explosive under present world conditions to have
these masses of people without fuel and bread.
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If certain supplies necessary for the existence of the people in Europe
and the satellite countries are cut off completely, as a result of our
action, then the great suffering and loss of lives on both sides of the
iron curtain will be blamed on the United States. What could be more
devastating propaganda material than this? Moreover, the people in
the satellite countries would be driven to look entirely to Russia for
any future supplies, with a result that the economy of that country
would become even more dependent on and integrated with that of
Russia. Control officials indicate that, under the circumstances,
limited quantities of consumers goods and materials for producing
such goods sent to satellite countries will give us a political advantage
that would more than offset whatever small value such commodities
might have.

Sometimes it is better strategy to permit a limited and perhaps
intermittent supply of certain significant items to go to Russia rather
than to cut them off entirely, because if the flow is completely ended,
Russia at once begins developing a new source of supply internally
and as a consequence ceases to be vulnerable in this respect. If, on
the other hand, there remains hope that imported supplies may be
forthcoming in the future, the Russians may use their limited machin-
ery and resources for higher priority purposes and continue to “make
do” with the limited supplies coming in from outside. The blow to
the Russian war machine which would result from an absolute cut-off,
in case of an all-out war with Russia, would be much more severe than
the imposition of a complete embargo under present conditions.

Even in the case of metals and machinery for direct military pro-
duction there may be occasions where it might be to the advantage of
the western nations to exchange with Russia. While we are trying to
make ourselves independent of iron curtain sources for items essential
to military operations, there apparently are instances when, by allow-
ing the export of a lower priority strategic commodity, we can get in
return a larger amount of a higher priority material, which gives us a
substantial net advantage.

In order to carry on strategic operations of this nature it is essential
that the executive branch be given a considerable degree of discretion
and it is clear that legislation prohibiting broad categories of exports
micht prevent the attainment of these objectives.

Nevertheless, the accomplishment of such complex adjustments of
the flow of commodities requires close agreement with other friendly
nations as to strategy, a well-organized and administered international
organization to carry out the actions agreed upon, and, more important
than anything else, a comprehensive, well-defined plan of action.

VI. UNITED STATES ADMINISTRATION OF THE CONTROL OF EXPORTS
TO THE RUSSIAN BLOC

. At present no single agency, department, or organization in Wash-
ington is responsible for the job of initiating, planning, and administer-
ing an international program for regulating the flow of exports to the
Iron curtain area with the objective of retarding Russia’s military
build-up and advancing the defense effort of the free nations.

This does not mean that nothing is being done in this direction. A
lot is being done and substantial progress has been made as has been
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outlined above. The point is, however, that while most of the execu-
tive departments, together with the ECA and other agencies, are
taking an active part in the development and execution of such
programs, it is a sort of byproduct for each of them. Representatives
of the departments and agencies meet in a number of interdepart-
mental committees to consider which items should be placed on the
various control lists and recommend other action. Nevertheless, no
individual, organization, or agency has been given this big job to do
or can be held accountable for the results.

The control of exports from the United States is the responsibility
of the Secretary of Commerce, by order of the President, under
the Export Control Act of 1951 (Public Law 33, 82d Cong., 1st sess.).
The object of these controls is to protect the domestic economy, to
further the United States foreign policy, and to safeguard the national
security. In administering the act, the Secretary of Commerce
consults with the Advisory Committee on Export Policy on which the
Departments of State, Defense, Treasury, Agriculture, Interior, the
National Security Resources Board, the Central Intelligence Agency,
the Economic Cooperation Administration, the Atomic Energy
Comxclllission, and the Defense Production Administration are repre-
sented.

The detailed work of this committee is the responsibility of the
Operating Committee which is made up of representatives of the same
agencies at what they refer to as ‘“the working level.”

It should be emphasized that these committees are concerned with
all aspects of export-control policy, several of which receive a good
deal more attention (the international allocation of critical materials
essential to the defense program, for example) than regulating trade
with the iron-curtain countries.

Under these two committees, there is a Subcommittee on the R-
Procedure, made up of representatives of the same agencies, which is
responsible for the national security aspects of United States export
controls. This subcommittee appears to be the Washington organi-
zation which does most about determining what items should be em-
bargoed to the Russian bloc by ourselves and by foreign countries.

The Cannon amendment (see p. 5) provided that United States

assistance was to be cut off to foreign nations whenever the National
Security Council found that such—
trade with the Union of Soviet Socialist Republics or any of its satellite countries
* % * {0 be contrary to the security interests of the United States.
In order to fulfill its obligations under this legislation, the National
Security Council established a Committee on Kast-West Trade made
up of representatives of the following departments and agencies:
State, Defense, Treasury, Commerce, ECA, National Security Re-
sources Board, Central Intelligence Agency, Joint Chiefs of Staff, and
Mr. Harriman’s office.

Although it is too early for all organizational matters to have been
worked out as yet, this same committee presumably will continue to
function in carrying out the new responsibilities given to the National
Security Council under the Kem amendment, section 1302 of the
Third Supplemental Appropriation Act, 1951 (Public Law 45, 82d
Cong.) (above, p. 5).
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This committee and the National Security Council itself, however,
have served to bring matters to the President for coordination and
policy guidance rather than to initiate and operate a program.

The functioning and responsibilities of the major departments and
agencies with regard to control of exports to Russia and the satellites
may be roughly summarized as follows: 0 ;

1. Department of Defense.—The Defense Department is actively
interested in taking action to retard the build-up of the Russian war
potential and plays a major role in the interdepartmental committees
on export control. Nevertheless, its responsibility is primarily mili-
tary and its attention must be focused primarily on Korea. We are
not at war with Russia, and such matters as seeing that Western
Europe has Polish coal, or attempting to break the satellite countries
away from Russia, have been regarded as somewhat beyond the scope
of the Department of Defense.

2. Department of Commerce.—Because of its responsibility for
controlling our own exports, the Department of Commerce has a
large staff of commodity experts and other technicians who can give
informed guidance as to control strategy. Furthermore, the Depart-
ment is forced to give a lot of attention to the export-control policies
of foreign countries, since our own commerce is unnecessarily handi-
capped if we cut off shipment of commodities from Russia, which
are allowed to move freely in other countries. So far, however, the
Department of Commerce has not felt that it should assume the role
of initiating strategy or administering a program on a world-wide
basis for reducing the military potential of the Soviet-controlled area
and strengthening our friends and allies.

3. Department of State.—The State Department recognizes the
importance of the control of exports by ourselves and foreign countries
in the attaining of the objectives of United States foreign policy. It
has the responsibility for carrying on all negotiations with foreign
governments concerning export controls. This bas involved exten-
sive discussion as to which items are strategic and how seriously other
countries may be hurt if they cut off certain shipments to Russia.
As a consequence, the State Department has assumed a major role
in the program for controlling exports from foreign countries to the
Soviet-dominated area.

It was the impression of the subcommittee that the requirement of
the foreign countries for commodities and the obstacles which prevent
them from taking action on specific issues appear to be somewhat
larger when seen from the perspective of the State Department than
when noted by other agencies.

4. Economic Cooperation Administration.—The Economic Cooper-
ation Administrator has a direct responsibility for seeing that Mar-
shall-plan countries control their exports to Russia and the satellites.
Section 117 (d) of the Foreign Assistance Act of 1948 (see p. 4)
provides that ECA material should not be used to produce items
for shipment to the iron-curtain countries if the United States for-
bids the export of such items to that area. Furthermore, the ECA
is required not to provide assistance to any country which exports
to the Russian bloc any prohibited items under the terms of the Kem
amendment unless the National Security Council makes an exception.

In order to conform to these requirements, the ECA has always
maintained a staff devoted to the control of east-west trade and has
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been active in the development of policy. Because the primary
objective of the ECA has been the recovery of Western Europe, the
ECA has been reluctant to advocate imposing controls on exports from
the participating countries which would be a serious economic burden
to the countries receiving aid (cutting off an important market for an
important industry, for example). Furthermore, ECA has always
been interested in getting as large a volume of commodities as possible
from behind the iron curtain for Marshall-plan countries since, in
general, the more Western Europe gets from Russia and the satellites,
the less has to be supplied by the ECA.

While the ECA has been partially responsible for the development
of the program for restricting the flow of strategic commodities to the
Russian-dominated countries, it has never focused its attention pri-
marily on doing the best possible job of cutting off supplies from the
Red armies. Instead it has tried to do the best possible job of pro-
moting European recovery while adequately protecting the security
of the United States.

The other executive agencies which have been listed as participating
in the interdepartmental committees play smaller roles and have less
direct interests and responsibilities than those just mentioned. It
appears to be clear that at present no agency in Washington is recog-
nized as being responsible for conducting, in cooperation with our
allies and other friendly nations, what might be called an economic
cold war against Russia and the satellites.

VII. INTERNATIONAL COOPERATION IN THE CONTROL OF EXPORTS TO
THE RUSSIAN BLOC

At the present time there is no formal international organization
(including the United Nations, the North Atlantic Treaty Organiza-
tion, and the Organization for European Economic Cooperation
(OEEQ)) which has been willing to take any formal or official action
to control exports to Russia and the European area behind the iron
curtain, although many member nations of each of the organizations
are taking action individually.

The General Assembly of the United Nations on May 18, 1951,
recommended—
that every state * * #* apply an embargo on the shipment to areas under
the control of the Central People’s Government of the People’s Republic of
China and of the North Korean Authorities of arms, ammunition, and imple-
ments of war, atomic energy materials, petroleum, transportation materials of
strategic value, and items useful in the production of arms, ammunition, and
implements of war * * #*

Since this is only a recommendation any member may disregard it
and each nation is free to make its own determination as to “which
commodities exported from its territory fall within the embargo.”
Furthermore, this action does not include Russia or any of the satellites
other than Communist China and Communist North Korea.

Effective action by the United Nations to control exports so as to
really impede the military program of the area behind the iron curtain
would be possible only if the embargo were extended to the entire
area under Soviet donination. The administration of such an effort
by the United Nations would be difficult if not impossible at this time.

The Organization of European Economic Cooperation (the OEEC)
to which all nations belong who participate in the Marshall plan has
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never been willing to act on controlling exports to the Russian-domi-
nated nations. This position has been based on the fact that the
organization exists and was created to bring about the economic
recovery and unification of Europe and coercive action against Russia
does not fall within its scope. In addition, certain member nations
are unwilling to go on record publicly as cooperating in any export
control program, although most of them have been willing to establish
such controls on the basis of individual consultation.

The North Atlantic Treaty Organization exists solely to safeguard
the security of its members. Nevertheless, it hasnot been willing to act
as an organization to restrict exports to Russia and the satellites except
to conserve supplies of scarce materials needed for the defense of the
participating nations. Despite the fact that existing formal inter-
national organizations have not taken any direct responsibility for
the development of our international export control program, it should
be reemphasized that the subcommittee has been informed that an
informal coordinating group has existed for more than a year for the
purpose of coordinating the export controls exercised by the major
industrial and trading nations in Western Europe. The United
States was instrumental in developing this mechanism for developing
an international program in the mutual security interest of all its
members, and the results achieved through negotiation in this forum
have been very considerable.

The North Atlantic Treaty countries explain their position in this
matter by emphasizing the purely defensive nature of the NATO and
making a distinction between export controls aimed at keeping mate-
rials essential for defense from getting away, and a control program
which is focused on the effect produced on the arms program of the
iron curtain nations.

This summary indicates that none of the existing formal interna-
tional organizations with which the United States is associated and
which are directly connected with the cold war is well suited to direct
and coordinate an international program of export controls. Aside
from their apparent unwillingness to take on such a job, consideration
must be given to the fact that the membership list in each is not well
suited to such a purpose.

The United Nations includes Russia and the satellites and the veto
makes effective action difficult in addition to the lack of enforcement
powers. The OEEC includes Sweden and Switzerland which are
militant neutrals unwilling to join in any collective defense action.
The NATO does not include Germany and nations in other parts of
the world which produce strategic materials.

VIII. ACTION ON PROPOSED LEGISLATION

The committee gave careful consideration to H. R. 1621 and
H. R. 1939, which differ in a number of respects. Both provide that
the United States should establish a list of war materials and that
any foreign country permitting the export to Russia and the satellites
of these materials would be denied economic or financial assistance.

Somewhat similar action to that proposed in these bills is favored,
but it is believed that additional provisions are necessary to obtain
the desired results of minimizing the flow of strategic exports to the

iron-curtain area. Also these bills do not mention military assistance,
which is a major consideration.




CONTROL OF EXPORTS 17

The committee recommends the substitution of a clean bill for
the two bills considered.

IX. FINDINGS

1. It is the judgment of the committee that the United States
Government has developed very effective export controls of ship-
ments to Russia and her satellite countries of items which have been
determined officially to be of strategic importance. Continual vigi-
}anciai is necessary, however, in order to detect leaks and to prevent
raud.

2. The committee finds, however, that the United States Gov-
ernment has been slow in determining what items should be controlled.
It is questionable whether or not some very important items, subject
only to quantity limitations today, should be cut off. Also, progress
in obtaining effective cooperation from other nations leaves a lot to
be desired.

These delays have been due in part to the fact that at present no
United States official has been given the responsibility for initiating
and supervising a joint program for our Government and other co-
operating nations to control exports to the countries behind the iron
curtain.

In part, delay has been due to the fact that the various departments
and agencies have not reached agreement or received a clear directive
as to whether the military impact of controls upon the Soviet-domi-
nated area should be considered only or whether a program which would
include economic and political objectives in addition should be
undertaken.

3. The committee finds that the control of exports to the Russian
bloc by other nations is much less effective than the controls of the
United States Government. No other nation except Canada has cut
off exports to Communist China completely and no other nation except
Canada has accepted completely the lists of strategic commodities
which the United States enforces with respect to its own exports.

The principal reasons for this situation are as follows: Some coun-
tries do not agree with us as to the strategic value of certain items
to Russia; some countries are reluctant to cut off shipments to the
iron-curtain countries either because of the value of the things they
get in return, or because they are afraid to provoke Russia, or because
they are unwilling to curtail shipments while their neighbors continue
to carry on business as usual, or because they are aggressively neutral.
Furthermore, certain nations (notably Western Germany) which are
officially cooperating in the control of exports do not have adequate
procedures to attain the objective desired.
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